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Farm  production  expenses  in  the  United 
States  increased  from  about  $6  billion  in  1939 
to  a  peak  of  about  $23  billion  in  1952.  Three 
reasons  largely  accounted  for  this  increase: 
(1)  Prices  increased,  (2)  farm  output  expanded, 
and  (3)  farmers  became  more  dependent  upon 
industrial  products  in  their  farming  opera- 
tions. Hie  decline  in  farm  production  expenses 
since  1952  has  been  due  mainly  to  reductions 
in  prices  paid  by  farmers  for  items  that  are 


mainly  farm-produced,  such  as  livestock,  feed 
and  seed.  During  the  last  25  years  expenses 
of  farm  production  have  accounted  for  a  fairly 
hig^  percentage  of  realized  gross  income.  The 
percentage  was  highest  in  1932  when  prices 
received  for  farm  products  were  extremely  low. 
Since  1947  the  trend  has  been  upward.  In 
recent  years  the  use  of  more  nonfarm  inputs 
has  been  an  important  factor. 
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G3IffiBAL  SIIUATIOII 

Total  farm  production  expenses  in  the  United  States  are  sl-''gbtly 
lower  this  year  than  they  were  in  1953.    The  1955  outlook  is  for  some  fur- 
ther slight  decline  in  farm  production  experses.    NeverthelesG  farm  produc- 
tion expenses  v;ill  be  more  than  three  times  as  high  in  1955  as  in  19^0, 

Farm  cost  rates  changed  little  from  1953  '^o  195^-    ''.^age  rates  and 
prices  of  seed,  fertilizer,  and  farm  supplies  were  down  slightly.  Prices 
of  feed  and  build. ing  materials  averaged  about  the  samec    Those  of  live- 
stock and  motor  supplies  were  a  little  higher.    List  prices  for  farm 
machinery  were  up  slightly,  but  frequently  somewhat  larger  discounts  and 
trade-ins  were  available. 

Farm  cost  rates  expected  in  1955  relative  to  195^  are  as  follows: 

Farm  wage  rates  and  interest  rate3--slightly  lov/er. 

Seed,  and  feeder  and  replacem.ent  livestock---slightly 
lower . 

Motor  fuel,  >)uilding  and  fencing  materials,  feed  and 
f ert ilizer--about  the  same,. 

Farm  machinery- -about  the  same,  discounts  remaining 
substantial. 

Taxes  per  acre,  and  tire3--slightly  higher. 


-  k  - 

Siiice  1952,  vhen  expenses  reached  tneir  peak;  prices  of  f ami  ■ 
produced  expense  itens  such  as  feed,  seed,  and  livestocl:  have  moved  down. 
Interest  rates  and  taxes  have  increased  sli^ntly.    Factory-produced  cost 
itens  have  changed  little  or  have  moved  up.     ''.'ith  business  conditions  at 
a  reasonahly  hi:-,h  level,  there  seems  little  reason  to  expect  significant 
price  declines  in  industrial  itens  next  year. 

In  195^^  "the  drought,  the  drop  in  acreage  of  cotton  \vith  substi- 
tution in  nany  areas  of  less  intensive  crops,  and,  to  some  extent,  the 
decline  in  acreage  of  \;heat  have  tended  to  reduce  total  exiDenditures 
made  for  certain  ite'iis,  such  as  machinery  operating  costs  and  marketing 
charges . 

Farm  capital  expenditures  for  new  machinery  and  buildings  declined 
materially  t:iis  year.    Tr.e  195^  output  of  farm  macninery,  for  example, 
was  about  a  third  celow  that  of  195^*    But  the  value  of  machinery  and 
buildings  on  farms  was  at  an  all-time  hign.    Consequently,  depreciation 
costs  were  about  the  same  as  in  1933 •    Expenditures  for  other  items 
changed  relatively  little  from  1953  "to  195^  • 

Tlie  cash  cost  of  farming  has  increased  substantially  in  recent 
years.    Farm  production  expenses  of  U.  S.  farm  operators  will  be  approxi- 
mately $4.^  billion  or  about  a  fourth  higher  this  year  than  in  19^7 
(table  1).    The  increasing  use  together  with  higher  prices  of  goods  and 
services  produced  off  the  farm  is  largely  responsible  for  tliis  increase 
in  total  farm  production  expenses. 

Requirements  of  commercial  agriculture  are  expected  to  cause 
total  production  expenditures  to  remain  xilgh  in  1955-    Although  lower 
incomes  have  encouraged  ana  will  continue  to  encourage  farmers  to  watch 
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their  expenditures  carefully,  many  vho  plan  to  adjust  their  oxjeratioas 
to  oring  ahout  lever  cocts  over  a  period  of  years  vill  need  to  continue 
a  reasonablj'-  high  level  of  investment  for  the  next  few  years. 

Prospective  cost  changes  fox-  the  next  year  are  alvays  of  interest. 
But  it  should  oe  recognized  that  for  most  fanners  this  is  frequently  not 
the  nub  of  the  question.    Farmers  vho  buy  machinery,  for  example,  are 
thinking  about  the  next  5  "to  10  years.    Decisions  concerning  the  r.irin^;  of 
labor  frequentl\'  are  hnit  into  a  production  plan  vhich  extends  over  a  num- 
ber of  years .    These  changes  in  farm  plans  often  lag  behind  changes  in 
current  econor.ic  conditions.    Consequently,  the  interest  of  farmers  fre- 
quently centers  on  hov  cost  relationships  have  changed  over  a  period  of 
years;  whether  ^hey  are  lihely  to  change  jack,  and  vhat  adjustments  to 
technological  developments  appear  to  be  oeciraole. 

Relationships  among  the  cost  rates  of  major  items  used  in  produc- 
tion have  changed  considerably  since  1935~39«    Farm  vage  rates,  for 
example,  have  increased  by  more  than  300  percent  vhile  fertiliser  prices 
have  increased  only  50  percent  (fig.  l).    ixost  of  xne  changes  in  relation- 
ships betveen  i^nportant  cos-;:  rates  took  place  during  World  War  II.  Since 
19^7  relative  changes  have  been  much  less  significant  (fig.  2). 

Prospective  changes  in  1955  ^.re  relatively  small.    While  seme  fur- 
ther adjustments  during  the  next  fev  years  may  be  expected,  a  return  to 
the  prevar  cost  rate  i-elationsaips  appears  unlikely.     On  balance,  trends 
toward  the  use  of  more  nonfarm  inputs  and  increased  output  per  farm  worker 
are  likely  to  continue  during  t..e  next  5  'to  10  years  (fig.  3)« 

The  particular  items  of  cost  that  concern  farmers,  vary  greatly  by 
area  and  type  of  farm.    On  vLeat-livestock  farms  in  the  northern  Plains, 
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for  exacrple,  power  and  nacbiriery  make  up  nearly  two-thirds  of  total  oper- 
ating ejrt-ense.  Adjustments  use  of  po;'7er  and  machinery  and  of  diverted 
acres  can  materially  affect  cost  per  unit  of  product  on  many  farms . 

In  the  northeastern  dairy  areas  feed  accounts  for  more  than  a  third 
of  the  production  expenses.    Hired  labor  is  important,  especially  on  the 
larger  farms.    Cost  reduction  opportunities  on  these  farms  center  to  a  con- 
siderable ercent  around  making  better  use  of  improved  technology  in  the 
growing  and  harvesting  of  feed  and  in  use  of  labor. 

On  Piedmont  cotton  farms  machinery,  fertilizer,  and  hired  labor  are 
important  cost  items.    Better  use  of  land  taken  out  of  cotton  offers 
opportunity  to  improvre  efficiency  in  the  next  few  years. 

In  all  areas  decisions  farmers  make  with  respect  to  farming  prac- 
tices in  any  one  year  may  affect  production  costs  for  a  number  of  years. 
With  increased  use  of  power  and  machinery  and  other  technologies  requiring 
heavy  investments,  long-range  farm  planning  becomes  more  and  more 
important . 


Table  1.-  Production  expenses  of  farm  operators, 
United  States,  19^16-5^ 


Year 

Machinery,  buildings,  : 
fertilizer,  taxes,  : 
interest,  and  : 
:         miscellaneous  l/  : 

Hired  : 
labor 

Feed;  seed,' 
and  • 
livestock  * 

Total 
production 
expenses 



;  Million 

Million 

Million 

Million 

:  dollars 

dollars 

dollars 

dollars 

.  19^6 

7^73 

2,553 

k,66k 

lU,690 

I9U7 

8,696 

2,619 

5,676 

17,191 

19h8 

9,61+5 

3,029 

6.212 

18.886 

I9U9 

10,112 

2,855 

5,179 

l8,ll+6 

1950 

10,971 

2,721+ 

5>975 

19,670 

1951  : 

12,366 

2,920 

7,081+ 

22 , 370 

1952  3/ 

13,123 

2,996 

7,061+ 

23,183 

1953 

13.303 

3,052 

5,775 

22,130 

195^  4/ 

12,700 

3,000 

5,900 

21,600 

1/  Depreciation  rather  than  the  amount  invested  is  used  in 


determining  machinery  and  building  expenses. 

2/  Excluding  Government  payments  to  nonfarm  landlords. 
3/  Revised. 

h/  Tentative  estimates. 
Agricultural  Marketing  Service. 
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Figure  2 
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Farm  Labor 

Farm  vc~e  rates  l.ave  eased  off  in  recent  months  (taole  2).  This 
has  occurrea  particularly  in  the  South  and  V.'est.    The  easier  farm  laoor 
supply  nay  veil  corhciaue  into  1955*    Faiin  wage  rates  ■.■/ill  probably  aver- 
aj^e  slightly  less  in  1955  than  in  195^- 

Despite  the  recent  decrease,  fanri  v?aga  rates  continue  to  be  higher 
than  cost  rates  of  other  fariii  inputs  cor:]:ared  v;itn  relationships  before 
Ucrld  War  II.    xidjustments  on  farms  that  will  reduce  the  amount  of  labor, 
per  unit  of  product  generally  will  continue  to  be  profitable.    For  example, 
many  commercial  orchardists  who  have  not  already  done  so  might  ".;ell  con- 
sider using  one  of  .the  newer  chemical  sprays  for  thinning  apples.  This 
-i.-ill  reduce  costs  of  thinning,    additional  mechanization  of  certain  farm 
operations  ■;:ill  pare  costs  per  unit  over  a  period  of  years.     In  cutting 
costs,  however,  each  farm  is  unique  in  some  respect  and  each  adjustment 
must  be  considered  on  an  individual  faitn  basis. 

The  195^  amendments  to  the  Social  Security  Act  go  into  effect  on 
January  1,  1955*  "^sw  hct  extends  Old  Age  and  Survivors  Insurance  to 

practically  all  hired  farm  workers  who  are  paid  as  much  as  s^lOO  cash  in  a 
year  by  any  one  farmer.    Under  the  old  law  only  regularly  employed  farm 
worhers  were  covered .    Ti.e  tax  rate  remains  at  2  percent  each  for  employee 
and  employer.     In  other  words,  the  fai^Taer  heeps  bach  2  percent  of  the 
covered  hired  worker's  wa^^^es  and  adds  another  2  percent  as  his  share  of 
the  tax.    Tl".e  new  lav:  also  raises  the  maximum  earnings  on  which  the  tax  is 
paid  from  $3,500  to  ^h,200  a  year. 

Tiie  supply  of  farm  wor.iers  generally  iias  been  adequate  this  yeai-  to 
enable  farmers  to  get  their  work  done  well  and  on  time.    3y  the  middle  of 
September,  almost  30  percent  of  the  current  cotton  crop  had  been  ginned, 
compared  with  l3  percent  on  the  same  date  last  3'ear.    Tne  advanced  progress 
of  cotton  picking  was  affected  by  tl.e  short  c^rop  resulting  from  fewer  acres 
and  from  lower  yields  outside  the  irrigated  areas.    Drougiits  were  respon- 
sible for  the  drop  in  yield  and  the  earlier- thaii-usual  maturity.    Corn  and 
wheat  crops  also  took  fewer  man-iiours  this  year  and  only  partly  offsetting 
were  the  greater  labor  needs  for  most  other  farm  enterprises.  Consequently, 
estimated  man-hours  for  all  farm  work  in  195^  ^'^^  around  a  half  billion, 
or  about  2  percent, less  than  last  year.    Preliminary  estimates  of  farm  out- 
put in  195^  indicate  a  decrease  of  about  the  same  proportion,  which  means 
that  average  productivity  of  farm  labor  did  not  improve  this  year  in  con- 
trast to  mosu  recent  years  (fig.  h) .     Tiie  total  numoer  of  farm  workers  is  .: 
also  down  slightly'. 

Supplies  of  "v.'orkers  available  for  farm  work  ne::t  year  are  expected 
to  continue  generally  adeq-aate.    However,  the  supply  of  experienced  year- 
round  v7orkers  probably  will  remain  tight.    V/ith  a  continuation  of  some 
industrial  unemplo^Tnent,  the  movement  of  farm  workers  to  industr'  is  not 
expected  to  increase,    workers  from  Puerto  Rico  are  expected  to  be  avail- 
able and  others  from  i-Iexico  and  Britisn  b'est  Indies  probably  will  be 
available  if  the  ::upply  of  dcm.estic  workers  is  not  adequate.     Shifts  in 
acreages  of  crops  next  year  resulting  from  allotments,  marlieting  quotas,  and 
other  causes  in  most  areas  will  be  to  crops  and  uses  that  take  less  labor. 
Tliis  adds  assurance  that  labor  stringency  will  not  hinder  farm  production. 
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Table  2.-  Labor  used  on  farms,  labor  productivity,  wage  rates 
and  related  data,  United  States,  19^0-5^^-  1/ 


Index  numbers  ( 1947-^19 =100) 


Period 

'  Farm 

eratiloyment 

Man-hours 

Farm 
output 

Farm 

:  Gross 

Farm 

'  

:  farm 

wage 
rates 

or 

of  farm 

output 

: income 

year 

Total  : 

Family  : 

Hired 

work 

per 

:  per 

6/ 

2/  ; 

2/  : 

3/ 

man-hour: man-hour 
:  5/ 

19^0 

'  107 

lOU 

117 

120 



83 

69 

28 



30 

19i^l 

IQh 

101 

116 

117 

86 

Ik 

35 

35 

19i^2 

103 

100 

112 

122 

96 

79 

46 

46 

19^3 

102 

101 

107 

121 

94 

78 

56 

61 

19^^^ 

100 

100 

98 

120 

97 
96 

81 

60 

74 

19^5 

98 

99 

93 

112 

86 

68 

83 

19i^6 

101 

102 

96 

108 

98 

91 

81 

90 

19^7 

102 

102 

99 

103 

95 

92 

99 

97 

19^18 

101 

101 

102 

100 

104 

104 

103 

103 

19I+9 

97 

97 

99 

97 

101 

104 

98 

100 

1950 

91 

91 

91 

89 

100 

112 

108 

99 

1951  : 

88 

88 

87 

91 

103 

113 

122 

109 

1952  : 

85 

85 

84 

89 

107 

120 

122 

117 

1953 

84 

Qh 

85 

88 

108 

123 

119 

119 

195!;  7/ 

83 

82 

86 

86 

106 

123 

119 

118 

1/  Data  on  farm  employment,  wage  rates,  and  farm  income  are  from 
Agricultural  Marketing  Service. 


2/  Includes  farm  operators  and  members  of  their  families  working  without 
v;ages . 

3/  Total  man-hours  of  farm  work  in  terms  of  the  time  required  by  average 
adult  male  workers . 

4/  Net  calendar-year  production  for  eventual  human  use. 

5/  Because  of  the  increase  in  volume  of  output  and  the  increase  in  the 
price  of  farm  products,  gross  farm  income  per  man-hour  has  increased  at 
about  the  same  rate  as  have  farm  v/age  rates. 

6/  Simple  average  of  seasonally  adjusted  quarterly  indexes. 

7/  Preliminary.    Estimates  of  farm  output  and  man-hours  for  1954  based  on 
August  and  September,  1954  "Crop  Production"  reports  and  other  releases  of 
the  Agricultural  Estimates  Division,  Agricultural  Marketing  Service. 
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Farm  Power  and  Machinery 

Prices  of  farm  machinery  and  equipment,  excluding  automobiles  and 
motortrucks,  are  about  the  same  as  they  vere  on  Januax^.-  1,  1951^  ^^'^  they 
are  expected  to  continue  at  about  present  levels  throughout  1955'  Tliey 
are  nov  about  double  the  1935  "39  average  prices  and  about  ik  percent  above 
prices  prevailing  in  June  1950,  the  beginning  of  the  Korean  \lar. 

Althougli  retail  px'ices  quoted  by  farm  machinery  and  equipment  deal- 
ers have  changed  little  since  January  1951^  many  dealers  have  made  price 
concessions  especially  in  the  form  of  increased  allov'ances  for  trade-ins. 
Tiie  most  liberal  discounts  have  been  offered  in  areas  where  farm  incomes 
have  been  low  because  of  drouglit  or  other  reasons  and  where  inventories  in 
dealers'  hands  have  been  unusually  high. 

Substantial  discounts  may  continue  to  be  offered  in  1955  out  they 
may  be  somewhat  smaller  in  som.e  instances.    Farmers'  expenditures  for  new 
machinery  in  1955  will  continue  to  be  less  than  in  1951~53  tiut  output  of 
fam  machinery  also  is  expected  to  be  considerably  below  the  level  of 
those  years . 

Production  of  farm  machinery  and  equipment  was  of  record  volume 
in  195-7  ^^^"^  i"^         since  declined.    The  195^  output  probably  will  be  about 
a  third  below  that  of  1951*    Fx-oduction  in  the  current  year  will  be  small 
only  in  relation  to  the  high  output  of  recent  years .    It  will  be  substan- 
tially above  the  average  of  the  prewar  period.    V7ith  the  prospective  farm 
incomes  of  1955  i"t  appears  likely  t.;at  fanners  v.'ill  buy  about  as  much  farm 
machiner:>"  in  1955  as  they  bought  in  195^- 

Althougli  purchases  of  machinery'  and  equipment  by  farmers  have  de- 
clined since  1951^  they  have  been  in  excess  of  numbers  discarded.  Numbers 
of  tractors  and  other  important  machines  on  farms  continue  to  increase. 
Since  19^0  n^jmbers  of  tractors  on  farms  have  about  tripled  .    From  19^0  to 
195^  the  annual  increase  in  tractor  numbers  has  approximated  218,000. 
This  is  about  the  same  as  the  yearly  increase  since  January  1,  1952. 

Preliminary  estimates  indicate  a  total  of  2,650,000  motortrucks  on 
farms  January  1,  195^'     ToSs  is  about  I50  percent  above  the  19^0  nujnber. 
Numbers  of  farm  automobiles  on  Januar;,'  1,  195^ ^  Q^s  tentatively  estimated 
at  ^,^4-50, 000.    From  1930  "to  19^0  niombers  of  farm  automobiles  changed  very 
little.     Since  19^0^  they  have  increased  only  about  3  percent  but  during 
that  period  there  were  large  reductions  in  the  nuiabers  of  farms  and  farm 
families . 

Retail  prices  of  gasoline  in  195^  arc  higher  than  for  any  previous 
year  but  they  are  only  about       percent  above  the  1935-39  prices  (table 
3).    Little,  if  any,  change  in  these  prices  is  expected  in  the  comin^  year. 

Prices  of  tires  in  195^  were  moderately  below  the  high  1951  and 
1952  prices  but  they  may  increase  moderately  in  the  near  future. 
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Horses  and  Mules 

Demand  for  horses  and  aules  has  declined  for  ciany  years  and  current 
prices  are  only  slightly  more  than  half  of  the  average  prewar  prices. 
With  the  low  prices  there  have  been  consistent  and  large  declines  in  the 
size  of  the  colt  crop. 

Cost  Reduction  Possibilities 

Farm  machinery  expenses  account  for  a  large  part  of  all  production 
expenses  on  most  f aras .    On  spring  wheat  farms  in  the  northern  Plains,  for 
example,  machinery  expenses  accounted  for  68  percent  of  total  operating 
expenses  in  1953  (table  h) .    Farm  machinery  represents  about  ^0  percent  of 
all  farm  production  expenses  in  the  country. 


Table  h.-  Machinery  expenses,  selected  types  of  farms,  1953 


:                         Type  of  farm 

Cost  item 

[  Cash 
;  grain, 
;  Corn 
•  Belt 

:  Uheat- 
: small  grain- 
:  livestock, 
:  northern 
:  Plains 

Cotton, 
southern 
Piedmont 

Dollars 

Dollars 

Dollars 

Total  farm  operating  expenses  1/ 

6,335 

5,267 

2/  2,025 

Machinery''  depreciation  ; 

1,3^5 

1,283 

170 

Other  machinery  expense 

1,368 

2,293 

508 

Total  machinery  expense 

2,713 

3,576 

678 

Machinery  expense  as  percentage  of  ; 

total  farm  operating  expense  : 

68 

33 

Machinery  purchased  3/  ' 

1,1^2 

190 

1/  Includes  all  cash  expenditures  for  operating  the  farm  and 
depreciation.- 

2/  Also  includes  value  of  perquisites  to  croppers. 


3/  Machinery  purchases  adjusted  for  change  in  inventory  equals 
depreciation. 

A  farmer  who  contemplates  buying  machinery  in  1955  whether  for 
replacement  or  addition  probably  is  in  one  of  three  groups:     (l)  He  may  buy 
a  particular  machine  for  convenience;  (2)  he  may  buir  the  machine  to  be 
equipped  for  emergencies  as  well  as  for  normal  operations,  although  under 
ordinary  circumstances  he  could  not  expect  to  reduce  his  costs  or  increase 
his  income  by  oTraing  it;  (3)  he  may  buy  the  machine  to  reduce  his  costs  or 
to  increase  his  net  income  under  normal  operating  conditions. 
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In  any  of  these  situations  be  may  have  ample  reasons  for  buying  farm 
machinery.    But  in  the  first  instance,  costs,  or  increased  net  income,  is 
not  a  primary  factor c    In  the  second  situation,  the  risk  involved  and  the 
cost  of  reducing  it  must  be  considered. 

Opportunities  for  reducing  costs  and  increasing  net  income  over  a 
period  of  years  by  use  of  additional  machinery  frequently  exist  on  farms 
where  hired  labor  provides  a  large  part  of  the  labor  force  or  where  hired 
labor  accounts  for  a  large  part  of  the  operating  expenses.    Also,  oppor- 
tunities frequently  arise  in  the  enlarging  of  farms  when  it  would  be 
necessary  to  hire  more  labor  if  no  additional  machinery  were  bought. 

As  indicated  in  figure  2,  from  19^0  to  19^6  wage  rates  rose  much 
faster  than  did  prices  of  machinery.    Since  that  time  the  relationship  has 
not  changed  appreciably.    On  some  farms  operators  have  already  adjusted  to 
the  current  relationship  between  wage  rates  and  machinery  prices,  and  have 
little  opportunity  further  to  reduce  costs  by  using  more  machinery.  On 
other  farms  labor  costs  per  acre  and  per  unit  of  production  are  still  high. 

For  some  farms  in  this  latter  group,  machines  may  not  be  available 
to  perform  jobs  now  done  with  manual  labor.    Operators  of  some  other  farms 
have  adjusted  to  the  high  cost  of  hired  labor  by  holding  dov.'n  or  reducing 
the  size  of  their  operations  to  a  point  at  which  most  of  the  labor  can  be 
performed  by  the  operator  and  his  family. 

On  other  farms  with  relatively  high  labor  costs  operators  are 
either  not  aware  of  the  opportunities  for  cost  reduction  through  use  of 
more  machinery  or  they  lack  the  necessary  capital  to  make  the  adjustment. 
Operators  of  small  farms  may  find  opportunities  to  reduce  costs  by  buying 
used  or  rebuilt  machines  that  will  perform  satisfactory  service  on  small 
acreages . 


Feed 

Prices  of  feed  in  September  generally  were  close  to  those  of  last 
February  and  about  2  percent  above  those  of  a  year  ago  (table  5)« 
Exceptions  are  soybean  meal,  cottonseed  meal  and  meat  scrap,  v;hich  were 
15  to  20  percent  above  those  of  a  year  ago  and  10  to  15  percent  above 
those  of  February  195^'    September  prices  of  alfalfa  hay  were  70  cents  a 
ton  higher  than  a  year  earlier.    The  general  level  of  feed  prices  in  the 
195^-55  feeding  season  is  expected  to  average  about  the  same  as  in  the 
1953-5^  season.    Cottonseed  meal  may  average  higher  and  soybean  meal 
lower  than  a  year  earlier. 

Total  supplies  of  feed  concentrates  for  the  195^~55  season  are 
about  k  percent  larger  than  a  year  ago  (table  6),    Most  of  the  increase 
in  the  supply  results  from  the  larger  carryover  of  feed  grains  under  loan 
or  owned  by  the  Commodity  Credit  Corporation.    The  corn  crop  is  smaller 
than  last  year,  but  other  feed  grains  more  than  make  up  for  it.    The  supply 
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Table  5.-  Average  prices  of  feeds  in  the  United  States, 
Septeraber  15,  195^  with  comparisons 


Item 

:  Unit 

•Sept.  15, 

;  1952 

•Sept.  15, 

;  1953 

■Peb.  15," 

;  195^  ; 

Sept.  15, 

1954 

:  Dollars 

Dollars 

Dollars 

i/oxxar  s 

Prices  received  by  farmers 

Corn 

:Bushel 

:  1.71 

1.50 

1.43 

1.53 

Oats 

:     do , 

:  .8h 

.71 

.78 

.71 

Barley 

:     do . 

IM 

1.12 

1.15 

1.05 

Sorghum  grain 

:  Cwt. 

:  3.02 

2.26 

2.32 

2.16 

Hav.  ba] pd 

XJtwAj    %             \Jh  ^  ^  U. 

20  QO 

2^  70 

22.00 

F^ed  trains  and  hav     Tnrl pv 

number  ( IQ^S-^Q-lOOl 

217 
ex.  ( 

21Q 

Prices  paid  by  farmers 

i'iiAcu.  dairy  xeeu.  iXfp 

LWt  . 

^  Of 

■3  QO 

■3  ftp 

iiaymg  masn  ; 

0.0 . 

5  0!? 

.ou 

,OD 

li  QO 

ijiOixer  masx} 

0.0  . 

■3'3 

Cottonseed  meal 

do. 

5.33 

3.72 

4.02 

4.45 

Soybean  meal 

do. 

6.08 

4.60 

5.01 

5.52 

00  . 

"t  .  DU 

li  QT 

4  (^1 

M-  .  OX 

Meat  scrap  ; 

A  ^ 

do . 

0.73 

5'^3 

D.XO 

Bran 

do . 

3.77 

3.11 

3.27 

3.01 

Middlings  : 

do . 

3-96 

3.26 

3.33 

3.18 

Hixaxia  nay,  oaieo. 

ion 

"31^  on 
ij  •9'-' 

■SJi.  '30 

Prices  paid  by  farmers  for 

feed,  Index  number  : 

text 

PI  c; 

/iverage  vaxue  01  concentrate 

ration  fed  to  poultry  and  ; 

milk  cows  l/  : 

Fed  to  poultry  : 

Cwt.  . 

1+.28 

3.82 

3.86 

3.89 

Fed  to  milk  cows  in  milk-  : 

selling  areas  : 

Cwt.  : 

3.88 

3.39 

3.44 

3.35 

Fed  to  milk  cows  in  cream-  : 

selling  areas  : 

Cwt. 

3.^0 

2.98 

3.06 

2.98 

1/  Value  of  the  corn,  oats,  oilmeal,  millfeed,  commercial  mixed  feed,  etc., 
making  up  100  pounds  of  "grain"  ration. 


Agricultural  Marketing  Service. 
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of  oilseed  meals  will  oe  a'oout  h  [percent  larger  than  a  year  ago.  The 
quantity  of  cottcaseed  meal  for  feed  vill  probably  be-  dovn  nearly  a 
fourth  because  of  the  smaller  cotton  crop.    Soybean  meal  fed  in  195^~55 
may  be  about  a  fifth  larger  than  last  year  because  of  the  much  larger 
soybean  crop.    The  only  other  large  change  in  the  supply  of  high-protein 
feed  for  the  year  ahead  compared  with  the  preceding  year  is  that  the  large 
quantity  of  dried  milk  from  Government  stocks  sold  to  the  feed  industry 
last  year  probably  vill  not  be  available  this  year.     In  195^  the  supply  of 
high-protein  feed  was  increased  by  the  release  of  573  million  pounds  of 
dried  milk  from  GovernE:ent  stocks. 

The  n\jfflber  of  animals  to  be  fed  in  the  year  beginning  October  1  is 
expected  to  be  up  about  3  to  4  percent.     Thus  the  supply  of  all  concen- 
trates per  animal  unit  will  be  up  about  one  percent  and  the  carryover  of 
feed  grains  at  the  end  of  the  year  will  be  nearly  as  large  as  this  year. 
The  quantity  of  high-protein  feeds  (oilmeal  equivalent  basis)  to  be  fed 
per  animal  unit  is  expected  to  be  down  about  3  to  4  percent.    The  expected 
increase  of  about  10  percent  in  numbers  of  hcgs  accounts  for  most  of  the 
expected  increase  in  livestock  to  be  fed  in  195^" 55  although  there  will 
be  some  increase  in  poultry''. 

The  supply  of  hay  per  animal  unit  for  the  countr;;'-  as  a  whole  is 
slightly  larger  than  last  year.     In  a  fourth  of  the  States  production  of 
hay  in  195^  ^^'as  15  percent  or  more  below  average  and  in  several  southern 
States  it  was  a  third  or  more  below  average.     Poor  to  extremely  poor  pas- 
ture prevailed  over  much  of  the  country  south  of  a  line  drawn  froto  New 
Jersey  to  VJyoming,  including  the  southern  Corn  Belt.     Thus  the  increased 
cost  of  carr^'ing  livestock  througli  the  winter  may  be  a  problem  on  many 
farms  in  this  area.    In  some  places  cox'n  that  is  not  worth  picking  is 
making  2  to  3  tons  of  silage  per  acre  or  the  equivalent  in  dry  fodder. 
This  will  help  to  get  the  cattle  through  the  winter  but  there  will  be 
little  new  corn  for  feeding  to  hogs  or  to  cattle  that  ordinarily  would  be 
fattened-     It  will  be  necessary-  to  ship  larger  quantities  of  hay  and  con- 
centrates into  drought  areas  in  some  southern  S^^ates. 

In  Septem.ber  195^  returns  per  $1.00  of  feed  were  below  those  of  a 
year  ago  for  each  class  of  livestock  and  poultry'  except  sheep,  and  all 
were  below  the  15-year  average,     1937"51  (table  7)-    AH  pi'ices  of  live- 
stock and  poultry  were  below  those  of  a  year  ago  except  for  beef  cattle, 
calves,  and  lambs.    The  sharpest  declines  since  last  February  were  in 
eggs  and  hogs.    Returns  per  $1.00  of  feed  in  September  were  lowest  for 
eggs,  turkeys,  milk,  and  butterfat  since  this  series  was  started  in  1937 • 
However,  cattle  feeding  in  1953-5^  gave  returns  17  percent  above  average. 
Prices  of  feeder  cattle  are  higher  than  a  year  ago  and  returns  for  the 
195^~55  season  probably  vill  not  be  as  high  as  in  the  preceding  season. 

Low  returns  from  several  livestock  and  poultry  enterprises  present 
a  serious  problem  for  farmers  who  buy  most  of  their  feed.     On  some  farms 
it  may  be  possible  to  reduce  costs  by  changing  feeding  practices,  or  by 
reducing  labor.    Changes  in  building  arrangements  may  reduce  costs 
materially  over  a  period  of  years . 
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Table         Returns  per  $1.00  of  feed  cost  of  livestock  enterprises 
United  States,  Sept.  15,  195^,  vith  comparisons  l/ 


Livestock 
enterprise  or 
 product  


1/  Tlie  folio 


1937-51  :  c 
average  : 
:  ..Sept.  :  


ept 
1951 


1 1; 


Sept.  15, 

1952 


Sept .  15 , 
1953 


:  Dollars 

Dollars  Dollars 

Dollars 

Dollars 

Dollars 

1.^1 

1.97 

1.62 

1.93 

1.69 

1.2if 

Broilers 

:  Zl  l.Gh 

1.61 

1.32 

1.35 

2.08 

2.00 

2.03 

1.81 

1  .05 

Butterfat 

1.71 

1.56 

1.52 

l.ii-5 

1.35 

1.21 

Hogs 

:  1.65 

1.49 

1.50 

1.96 

2.16 

1.57 

Sheep  raising 

:  1.70 

2.05 

i.kk 

1.39 

1.32 

i.ko 

Beef  raising 

:  1.83 

2.58 

1.92 

1A7 

l.hk 

Cattle 

:  3/  1.25 

1951-52 

1952-53  1953-5^ 

feeding 

1-33 

-70 
•  1  ^ 

1.46 

'index  numbers 

(1937-5 

1=100) 

Eggs 

>  j-UU 

103 

85 

101 

113 

05 

Broilers 

:  100 

98 

80 

82 

Mill!  ; 

ICO 

96 

92 

9^ 

85 

Butterfat  ; 

100 

91 

89 

85 

88 

71 

Hogs  : 

100 

90 

91 

119 

129 

95 

Sheep  raising  : 

100 

121 

85 

82 

82 

82 

Beef  raising  : 

100 

Ikl 

105 

80 

81 

79 

Cattle  : 

2/100 

1951-52 

1952-53  IS 

^53-5^ 

feeding  : 

ic6 

58 

117 

ring  quantities  of  feed  v/ere  used  in  calculating  feed  cost-  7 
pounds  of  poultry  ration  per  dozen  eggs:  h\  pounds  of  chick  starter  per  pound  of 
broiler  in  1935"39«     In  1951  and  1952,  3i  pounds  cf  chick  starter  and  since  1952, 
Su"  pounds  of  broiler  mash.    No  prices  available  on  broiler  mash  before  1953* 
72"  bushels  of  corn  plus  20  pounds  of  soybean  ir.eal  per  100  pounds  of  hogs;  30 
pounds  of  concentrate  ration  fed  to  milk  covs  in  milk- selling  area-s  plus  the  value 
of  110  pounds  of  hay,  per  100  pounds  of  milk;  7^  pounds  of  concentrate  ration  fed 
to  milk  covs  in  cream- selling  areas  plus  the  value  of  27-5  pounds  of  hay  in 
Minnesota  and  lova,  per  pound  of  butterfat;  3  bushels  of  corn  plus  600  pounds  of 
haj'"  x^er  100  pounds  of  beef  cattlej  2  bushels  cf  corn  plus  1,500  pounds  of  hay  per 
100  pounds  of  sheep  and  lambs.     It  vas  assumed  tliat  for  each  100  pounds  of  sheep 
and  lamb  produced,  20  pounds  cf  vool  were  produced  from  the  same  feed.  The 
quantity  of  hay  for  milk  covs,  beef  cattle,  and  sheep  includes  an  allowance  for 
silage  and  pasture.     It  was  assumed  that  the  feed  nutrients  from  pasture  Xv'ould 
cost  1/4  as  much  per  pound  as  they  would  if  obtained  from  hay.    Cattle  feeding 
returns  are  based  on  table  1,  Livestock  and  Meat  Situation,  Aug. -Sept.,  195^ • 
It  was  designed  to  represent  average  feeding  experience  in  the  Corn  Belt. 
2/  Average  for  klarch. 
3/  1920  52  average. 

h/  Index  numbers  for  February  are  based  on  1937-51  averages  for  Febnxary. 
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Seeds 

The  index  of  prices  pc.id  "by  fcrciers  for  seeds  \ics  aoout  6  percent 
lower  ill  195^  tlicn  in  1953-     In  the  sprint,  of  195^4-  prices  paid  for  25  of 
33  liiuds  of  seeos  for  which  dc.t::  are  available  v;ere  "belo-w  a  year  earlier. 
Prices  of  seed  potatoes  and  Ladino  clover  declined  considerably  while 
prices  of  Kentuchy  bluegrass  and  red top  increased  substantially. 

In  general,  a  sli^jnt  decline  in  prices  of  all  seeds  Is  e:rpected  in 
1955.    However,  changes  in  prices  of  individual  seeds  will  differ  widely 
depending  upon  the  supply  of  the  particular  seed.     Seed  potatoes  are  ex- 
pected to  be  considerably  ..iglier  next  year. 

Prices  paid  by  famers  for  two-thirds  of  the  grass  and  legume  seeds 
are  higiier  tnis  fall  than  they  were  last  spring.    Greatest  advances  have 
occurred  in  prices  of  orcharograss,  timothy,  white  clover,  and  improved 
varieties  of  alfrlfa  seed.    Prices  of  alsihe,  Ladino  and  red  clover,  Griiam 
and  comon  alfalfa,  and  crested  whectgrass  are  also  higher  than  last 
spring.    Sharpest  declines  nave  occurred  in  Kentucky  bluegrass  and  conanon 
r;>'egras£,  with  smaller  declines  reported  for  hair;^;  vetcli,  smooth  brome, 
and  red top. 

Compared  with  prices  of  grass  and  le^urie  seeds  in  the  fall  of  1953^ 
current  retail  prices  of  I3  are  higher  and  12  are  lower.    Greatest  ad- 
vances over  last  fall  are  reported  for  sweet  and  blue  lupine,  orchard - 
grass,  white  clover,  common  crimson  clover,  timothy,  redtop,  and  perennial 
r;)'egrass.    Sharpest  declines  from  last  fall  occurred  with  Ladino  and 
alsihe  clover,  smooth  bror^e,  purple  vetch,  and  wild  'w-inter  peas. 

Total  supply  (production  plus  carrj'over)  of  23  grass  and  legume 
seeds  for  which  production  forecasts  have  been  made  is  about  a  sixth  below 
that  of  last  year  and  a  tenth  belcv?  the  19^3" 52  average.     Current  supply  of 
cloverseed,  exclusive  of  crimson  clover  v/hich  is  sown  mostly  in  the  fa]l 
along  with  otner  winter  cover-crop  seeds,  is  about  a  sixth  smaller  than 
last  year  and  about  5  percent  below  average.    The  supply  of  grass  seeds, 
except  common  and  perennial  ryegrass  included  in  the  win'cer  cover- crop 
group,  is  slightly  smaller  than  last  year  and  abouo  6  percent  below  aver  ■ 
age.    The  supply  of  winter  cover- crop  seeds  is  nearly  a  fiftn  smaller 
than  last  year  and  a  sixth  below  average. 

Seeds  in  shortest  supply,  compared  ■v/ith  the  10-year  average,  .are 
redtop,  Austrian  V'inter  peas,  timothy,  common  vetch,  lupine,  crested 
wheatgrass,  and  Xentucki*  bluegrass.    But  supplies  of  the  last  two-- 
crested  wheatgrass  and  Kentucky  bluegrass --are  larger  than  a  year  ago. 
Supplies  of  fescues,  rjegrasees,  Ladino  clover,  hairy  vetch,  and  smootn 
brcme  are  much  above  average . 
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Fertilizer 

Fanners  are  expectecl  to  use  a  little  nore  commercial  fertilizer 
in  terras  of  plant  nutrients  ne::t  year  than  they  used  ohis  year.  Tliey 
used  more  in  195^  than  they  had  ever  used  cefore.    Prices -of  fertilizer 
are  lihely  to  remain  unchanged,  and  supplies  of  all  plant  nutrients  are 
expected  to  be  adequa.te  to  meet  anticipated  demands.    More  of  the  spe- 
cialized equipment  used  in  applying  aniiydrous  ammonia  vill  be  available. 

Prices  of  fertilizer  nave  increased  about  8  percent  since  1950 
and  about       percent  since  19^0.    But  these  increases  have  been  small 
compared  with  increases  in  most  oth.er  prices.    Prices  of  fertilizer 
currently  are  lov/er  than  they  were  in  19^0  relative  to  other  prices  paid 
as  veil  as  to  prices  received.    These  changes  in  price  relationships  have 
been  partly  responsible  for  the  nearly  fourfold  increase  in  consumption 
of  fertilizer  since  19^0. 

The  aggregate  available  supply  of  the  three  primary'-  plant  nutri- 
ents has  reached  a  new  high  each  year  since  1938~39«         1953"5^  total 
deliveries  of  the  three  primar;;,'  plant  nutrients  was  6.215  million  tons 
compared  with  5 •957  million  tons  in  the  previous  year.    The  increased 
supply  in  1953"5^  ^-^^^  absorbed  by  consuming  channels  with  less  apparent 
carryover  than  for  the  previous  year. 

It  is  estimated  that  tiie  aggregate  195^~55  supply  of  the  three 
primary  pla,nt  nutrients  will  exceed  the  1953~5^  supply  by  about  5  percent. 
The  supr)ly  should  be  ample  to  satisfy  expected  dem.ands. 

ITitrogen  (l-l);     Tlie  supply  of  Nitrogen  (N)  available  for  fertilizer  pur- 
poses in  195^~55  is  currently  estimated  at  approximately  2.2  million  tons. 
Tills  estimate  is  based  on  current  rate  of  production,  plant  cape-city,  and 
storage  facilities,  and  assuming  an  import- e::port  balance  at  about  the 
1953~5^  level.    The  estimated  2.2  million  tons  for  195^"55  represenl  an 
increase  of  about  8.9  percent  over  the  2  million  tons  reported  for  1953"5^' 
The  supply''  of  solid  Ilitrcgen  materials  (dry  Hitrogen)  availa.ble  for 
195^" 55  probably  will  comprise  approximately  55  percent  and  solutions 
and  liquid  materials  (wet  Plitrogen)  about       percent  of  the  total  supply, 
compared  to  57  percent  and  h"^  percent  respectively  for  the  previous  year. 

Phosphates  (P2O15):     The  195^~55  supply  of  available  p^iosphoric  oxide 
(^2^5^)  is  expected  to  be  about  2.35  million  tons,  the  same  as  in  1953" 5^ • 
This  estimate  is  based  on  current  rate  of  production,  trends  in  con- 
sumption in  recent  years,  and  an  assumption  that  the  import- export  balance 
will  be  about  the  same  as  in  1953"5'+«    The  industiv  has  the  capacity  to 
produce  a  considerably  lar;_,er  tonnat^e  in  195^"55  ii"  demand  warrants. 

Potash  (KgO)!  2)he  195^~55  supply  of  potash  available  for  fertilizer  in 
torms~of  Potass i"am  Oxide  (K2O)  is  estimated  at  1.97  million  tons.  This 
represents  an  increase  of  approximately  J. 6  percent  over  the  I.83  million 
tons  available  in  1953''5^«  This  estimate  reflects  present  rate  of  pro- 
duction, trends  in  use,  and  probable  demand  in  195^"55«  Plant  capacity 
is  adequate. 
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Rate s_of  Application 

During  tlie  last  3  years ^  farr.  prices  have  declined  relative  tc 
prices  of  fertiliser.    But  the  relationship  is  still  more  favorable  than 
before  I'orld  "i'ar  II.    Kany  farms  l:ave  not  yet  fully  adjusted  to  the  new 
price  relstionships  and  develop-nents  in  the  use  of  fertilizer.  Recent 
increases  in  use  of  fertilizer  have  "been  particularly  ir.;2:,ortant  for  hay, 
pasture,  and  other  feed  crops = 

Frcn  the  viei.-point  of  individual  faniers,  a  major  problem  vith 
respect  to  use  of  fertilizer  is  the  prospective  net  returns  from  various 
levels  of  application =    For  agriculture  as  a  whole,  effects  on  output 
and  the  nature  of  prospective  deraand  deserve  consideration »  Increased 
use  of  fertilizer  on  crops  ncv?  under  control  prograas  vould  tend  to  in- 
crease yield  and  ccul5.  accentuate  control  proble^is. 

Increased  use  of  fertilizer  on  hay,  pasture,  and  feed  grains  when 
^r".;n  in  rotation  can  build  up  fertility  levels  and  reduce  costs  of  all 
crop  production  in  future  years.    Fartheraore,  an  increased  output  of 
hay  and  pasture  in  1955  is  badly  needed  in  areas  experiencing  drought  in 
195^-    And  siore  haj'  and  pasture  would  not  directly  accentuate  the  surplus 
problems  that  raa;,'  exist  for  some  of  the  major  cash  crops. 

Although  the  most  profitable  rate  of  fertilizer  application  vlll 
vary  videly,  dependinc^  on  the  crop,  soil  conditions,  and  price  rela.tion- 
ships,  a  sen3ral  approach  to  deteminin;^  the  ar^ounts  to  apply  can  be 
used.    This  approach  is  illustrated  in  t^.tle  8. 

Data  presented  in  tsble  3  are  based  on  experiments  and  estimates 
relating  tc  Corn  Belt  soils  of  telcv  average  fertility.    The  use  of 
fertilizer  on  most  Corn  Belt  soils  vould  not  iiicreasi  tl-^e  yield  of  corn 
as  much  as  is  indicated  >y  the  estimates  presented  in  table  8. 

The  most  profitable  quantity  of  fertilizer  to  apply  depends  on 
the  price  of  fertilizer  and  the  price  of  corn  as  well  as  the  fertility 
of  the  soil  in  q-aesticn.    Tlie  appropriate  price  of  corn  for  such  com- 
parisons is  the  price  of  corn  at  the  farm  less  the  cost  of  narvestins. 
A  value  of  $1.20  a  bushel  is  used  here  for  ill^.■Etrative  pui-poses. 
Application  of  6  units  represents  just  a  little  more  than  the  most 
profitable  rate.    Returns  over  fertilizer  cosos  have  just  be^un  to  de- 
cline.   Also,  returns  per  dollar  spent  for  fertilizer  at  that  point 
have  fallen  until  they  are  just  belov'  $1.00,  and  the  cost  per  additional 
bushel  has  risen  to  a  fraction  above  ^ne  specified  price  jjer  bushel, 
which  is  $1.20. 

If  additional  yields  up  to  the  most  profitable  rate  are  simmied, 
the  total  increase  is  found  to  be  almost  80  bushels.    But  other  factors 
must  be  taken  into  account.    One  of  these  is  I'eather  rish.    I.itn  applica- 
tion of  6  units  as  the  ''ijreak  even"  point  the  farmer  might  prefer  a 
somewhat  lower  rate  because  other  factors  may  enter  in.     If,  for  example, 
he  chose  to  apply  p  units  the  sacrifice  in  additional  net  return  would  be 
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Table  8.-  Additional  yields  of  corn,  additional  returns  at  $1.20  a  bushel,  l/ 
additional  costs  and  returns  per  dollar  spent  for  fertilizer  at 
different  rates  of  application 


F-rv.ilize: 

?  applied  2/ 

Additional 

:  Ferti- 

:  Return 

:Cost  per 

:  Return  per 

.  Gross 

:  lizer 

:over  cost 

:  oushel 

: additional 

Total 

Addi- 

, Yield 

'  return 

:  cost 

•per  acre 

:(Col.  5^. 

•collar  cost 

units 

tional 

.  per 

per 

:  per 

(Col.  k- 

:  Col.  3) 

:(Col.  k  -5- 

units  ; 

acre  ; 

acre 

:  acre  ; 

Col.  5) 

:  Col.  5) 

aj  '  . 

(2) 

{M  : 

__L61  . 

:  (8) 

Ni-inber         Number        Busljels    Dollars  Dollars    Dollars      Dollars  Dollars 


1 

1.00 

19.29 

23.17 

5.92 

17.25 

0.31 

3.91 

2 

1.00 

17.81+ 

21  Al 

6.55 

li+.86 

.37 

3.27 

3 

1.00 

15.12 

iS.lif 

7.38 

10.76 

.^9 

2.16 

k 

1.00 

11.9c 

lif.28 

7.32 

6.96 

.62 

1.95 

5 

1.00 

9.06 

10.87 

7.36 

3.51 

.81 

1.1+8 

5i 

.50 

3.61 

3.66 

.63 

1.01 

1.19 

5  3/i^ 

.25 

1.61 

1.93 

1.81+ 

.09 

I.II+ 

1.05 

6 

.25 

1.1+9 

1^79 

1.81 

3/  -.02 

3/  1.21 

3/  .99 

l/riiis  price  is  the  assumed  value  of  the  corn  in. the  field  before  harvesting. 

2/  Each  vhole  unit  consists  of  20  pounds  of  P2O5  toj^ether  with  the  quantities 
of  N  and  K2O  that  are  most  profitably  used  wit^i  it,  based  on  the  relative  cost 
of  the  three  nutrients.     Tlius,  the  cost  of  each  additional  vhole  unit,   (Col.  5) 
varies  slightly,  particularly  betveen  the  first  two  units  as  no  K2O  is  included 
in  the  first  unit. 

3/  Application  of  6  units  is  a  little  past  the  "break-even"  point  with  corn 
at  $1.20.    The  application  at  this  point  is  about  325  pounds  of  N,  P2O5  and 
K2O. 
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small  as  compared  with  returns  from  using  the  estimated  most  profitable 
rate.    Information  as  to  the  "break  even"  point  is  important  as  a 
starting  point  in  evaluating  other  risks. 

In  many  situations  a  farmer  may  want  to  consider  a  different  al- 
location of  his  expenditures  for  fertilizer  as  compared  with  his  past 
practice.    In  the  interest  of  reduced  cost  and  increased  returns  over 
a  period  of  3  to  U  years,  consideration  might  be  given  to  using  more 
fertilizer  on  acres  diverted  to  hay  and  pasture.    Decisions  in  this 
matter  can  be  based  on  information  of  the  kind  given  in  table  8  for  each 
crop  considered. 

Building  Materials  and  Farm  Supplies 

No  change  of  any  consequence  has  taken  place  in  prices  of  building 
materials  since  1951  and  little,  if  any,  change  is  expected  in  the  next 
12  months  (fig.  5).    Prices  of  lumber  softened  earlier  this  year  but 
strengthened  in  the  third  quarter  when  construction  activity  picked  up 
and  northwestern  lumber  workers  went  out  on  strike.    Housing  starts  were 
19  percent  higher  in  August  19^k  than  in  Augiist  1953. 

Fanners  who  contemplate  new  construction  or  remodeling  face  some 
difficiolt  decisions.    They  find  (l)  that  it  would  cost  about  h  times  as 
much  to  replace  many  farm  buildings  as  it  cost  to  build  them  originally; 
(2)  that  building  costs  are  not  expected  to  return  to  anything  like  pre- 
war levels  in  the  near  future;  and  (3)  that  many  conventional  buildings 
are  not  well-designed  from  the  standpoint  of  raalcing  most  effective  use  of 
labor-saving  machineiy  and  equipment.    This  is  an  important  consideration 
because  farm  wage  rates  have  increased  four  or  fivefold  since  most  of  our 
conventional  farm  buildings  were  built. 

A  complete  overhauling  of  dairy  buildings  may  be  the  answer  for 
many  dairy  farmers.    Research  workers  are  beginning  to  look  at  the  prob- 
lem from  several  angles  and  are  coming  up  with  some  interesting  answers. 
One  group  of  engineers,  economists,  and  dairy  specialists  found  that  one- 
story  dairy  buildings  of  the  loose -housing  type  with  ground-level  storage 
of  feed  and  bedding,  together  with  equipment  for  handling  20  to  30  cows, 
can  be  provided  at  about  half  the  cost  of  conventional  stall  bams  of 
the  same  capacity  commonly  found  on  dairy  farms.    A  preliminary  report 
(U.S.D.A.  Marketing  Research  Report  No.  6U)  covering  a  3-year  study  of  a 
group  of  famis  in  the  St,  Louis,  Mo.,  milkshed  points  out  that  quality 
of  milk  once  established  at  a  high  level  by  effective  sanitation  and 
cooling  was  not  affected  by  development  and  use  of  these  relatively  low- 
cost  buildings. 

On  some  farms  where  buildings  were  remodeled,  dairy  chore  labor 
was  reduced  to  less  than  half  that  previously  used.    Also,  only  a  little 
more  than  500  pounds  of  bedding  per  cow  was  fovmd  necessary  for  satis- 
factory results  on  fanms  where  hay  feeding  and  shelter  areas  were  separ- 
ate.   This  low  consumption  of  bedding  made  possible  by  properly  arranged 


2k 
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lco£e-l.:Ou?in£  systei-ns  ic  of  sajor  iiiiportance  in  some  areas.    It  permits 
v.se  of  low-co5t  dairy  housing-  oven  vliere  cup^ilies  of  "oeddin,y;  materials 
are  act  plentiful. 

The  ans^'er  to  tlie  questior.-.  cf  how  to  rccduce  costs  oil  poultry  fams 
where  in  the  past  operations  vere  usually  conuucteJ  in  ono-stoiy  baild- 
iugs  say  differ  EOinev?hat  fron:  the  aasver  suggosteo  for  dalr^'  f arsis.  In 
fact,  i^  2:ay  oe  simpler  to  reoii.iio  nany  dairy  barns  into  efficient  poultry 
houses  than  to  r.aice  thera  over  into  efficient  dair:/  harns.    The  efficiency 
cf  multiple -atoi:/-  poultry'  houses  i.'ith  elevators,  automatic  drinkin.^j 
fountains  ji  and  feed  stored  vhore  it  %7ill  run  into  hoppers  by  gravity  has 
"been  denons Orated  in  irany  places.    'Jith  such  facilities,  one  nan  can 
handle  about  5         layera  vith  little  help  except  perhaps  v/hen  house 
cleaning  is  needed.    House  cleanin.;.  ray  need  to  be  done  only  o:.ce  a  year. 

Prices  of  fencing  inateri  'ils  are  eicpected  to  he  :.hout  the  sace  in 
1955  as  they  have  cc-en  since  i95i«    li^^ny  farmers  have  found  Ih./c  they  can 
Zit  dlong  satisfactorily  by  using  alec  eric  fences.    In  the  past  n;ore  ex- 
pensive t->,-pes  wer.^  ';sed.    A  fe--:  fanners  are  experiii^entin^  'vith  keeping 
their  cattle  confined  to  relatively  cnali  areas  during  the  pasxure  season 
anc  are  hauiinj^  cr-cpped  p.roen  feed  to  theTT'.    T}ai3  reduces  tne  cost  cf 
fences  but  its  effect  on  total  coctc.  has  not  been  detennined . 

Prices  of  containers  are  alyo  exipected  to  be  generally  stable  in 
the  year  aiiead.    Continued  expansion  of  bulh  liandlmg  of  fax^  products, 
at  least  until  after  they  have  left  the  faru:,,  appears  to  he  in  prospect. 
Bulk  handling-,  cf  i:.ilh  frcu  farads  to  dealers'  plants  is  developing  in  aany 
areas  and  some  ccianercial  feeds  are  nc^v  delivered  to  farincrs  in  bulk. 
Another  illustration  is  custom  application  cf  liiae  and  fertilizer  directly 
frcn  buUc  supplies.    Changes  such  as  these  are  made  primarily  to  reduce 
handling  and  transportation  cos  to  but  the  sa-rL^.g  in  cost  of  container is 
soaetines  an  additional  consideratiou. 


Pesticides 

Prices  of  pesticides  ','ere  n-ostly  unchanged  froo:  1953  to  195^  aiid 
no  irpjortanx  changes  are  indicated  for  1955*    Hanuf acturers '  prices  of 
benzene  hoxachloride  and  DDT  vere  slightly  hig/ver  in  Sopteitiber  195^  than, 
a  year  earlier,  but  prices  of  2,--D  and  lindane  vere  sligi:tly  lever, 
r-rices  of  such,  staples  as  lead  t-trsenate,  copper  sulphate,  arjd  sulphur 
rer::ained  unchanged,    Tne  number  of  chemicals  for  v?nich  \.he  quoted  price 
liocludes  eoine  or  all  of  the;  transportation  charges  has  increased  frca  a 
year  ago. 

Incomplete  infciTnation  indicates  tiiat  a  total  of  about  26c  :aii- 
lion  pounds  of  the  major  pesticides,  excluding  .ground  sulfur,  vere  used 
in  195^  cojnpared  vith  about  210  million  pounds  in  1953-  to  cO 

rdllion  pounds  of  cooper  sulfate,  6o  to  (O  niiilion  pounds  of  DDT,  and 
20  to  25  nrillion  pounds  cf  2,ii-D  are  used  each  year.    In  addition,  more 
than       Eiillion  pound c  of  several  ei.-cablished  organic  fun.^icides  aire  used. 
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Agricultural  pests  (insects,  diseases,  and  weeds)  are  destroying 
each  year  about  one-fourth  of  this  country's  potential  production  from 
its  croplands,  ranges,  and  forests,  l/    In  addition,  other  pes;cs  reduce 
livestoch  production  about  7  percent  celoi.'  the  level  attainable  if  these 
losses  were  elLminated .    Undoubtedly,  it  would  not  be  economica.lly 
feasible  with  present  price  and  cost  relationships  nor  does  hnowledGje 
exist  to  eliminate  these  losses  completely.    But  increased  realisation  of 
these  facts  among  the  Nation's  scientists  and  loroducers  plus  the  develop- 
ment since  IJorld  V^x  II  of  scores  of  new  pesticidal  chemicals  have  been 
important  factors  in  the  growing  demand  for,  and  use  of  these  materials. 

-i-igricultural  producers  will  benefit  by  keeping  up-to-date  on  the 
development  of  new,  effective  p.ssticides.    Many  dairymen  and  livestock- 
men  may  find  the  new  insecticides--malathion  and  diazinon- -worth' trying 
for  flies  which  show  resistance  to  DDT.    Cotton,  tobacco,  and  truck 
crop  growers  may  va.nt  to  test  endrin  against  some  of  their  specific  in- 
sect problems .    Helping  to  answer  the  weed  problem  are  new  urea  and 
carbamate  herbicides,  as  well  as  the  older  effective  materials.  Several 
good  organic  fungicides  are  now  available  to  help  prevent  serious  losses 
to  plant  diseases. 

Land  Costs  and  Rents 

Prices  of  farmland  have  drifted  moderately  lower  since  the  post- 
Korean  peak  in  mid-1952.    Most  of  the  Y'pe^rcent  decline  since  then 
occurred  in  the  fall  of  1953  V7hen  drought  and  lower  prices  for  cattle 
reduced  farm  income  in  large  areas  of  the  country.    Prices  of  land  re- 
mained essentially  unchanged  in  the  first  half  of  195^  i^^'t  further 
small  declines  are  again  likely  in  the  drought  areas  during  the  last 
half  of  the  year.    Prices  have  been  firm  throughout  most  of  the  Corn 
Belt  where  good  prices  for  hogs  and  more  favorable  returns  from  cattle 
feeding  this  last  year  have  helped  to  sustain  farm  income.    However,  farm' 
real  estate  activity  has  continued  at  a  relatively  low  level  in  most 
areas . 

Both  present  owners  and  prospective  buyers  are  inclined  to  delay 
transactions  until  futux-e  levels  of  income  and  land  prices  become  more 
apparent.    As  a  result,  the  spread  bet'/een  asking  and  offering  prices 
has  widened  in  recent  months  and  buyers  have  become  more  selective  as 
to  quality  of  land .    The  better  farms  are  still  bringing  near  peak 
prices,  but  substantial  price  concessions  or  particularly  favorable 
terns  of  financing  from  the  seller- are  necessar;^'-  to  move  the  lower  grade 
farms.    Farmers  who  seek  additional  land  to  add  to  their  px^esent  farms 
are  still  active  bidders  in  most  areas,  but  demand  from  nonfarm  invest- 
ors has  weakened . 

Tiie  cost  of  using  farmland  in  any  given  year  may  depend  on 
whether  the  user  is  a  cash  renter,  a  share  renter,  or  an  owner- operator . 
The  advantage  sometimes  lies  with  the  cash  renter,  sometimes  witii  the 
share  renter,  and  sometimes  with  the  owner- operator . 

l/Agri cultural  Research  Service,  Losses  in  agriculture,  June  195^' 
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^-Itlicui;";;  nia-'iy  ncGincnetai'j'"  coasld^rations  ei^ter  into  the  rela- 
tive advantages  of  cvuing  and  renting  land,  it  is  possible  to  compare 
land  costs  under  vajrlous  rental  arraiigein£ni;s  -.nth  the  capital  charoe 
for  land  derivec  frOiii  the  noxt^^:.^  iviterceGt  ra-'-s.    Over  a  -ceriod  of 
years,  the  a".nun.l  cost  of  land  rerted  under  a  croi: -chare  rental  arrange- 
ment will  generally  e::ceed  the  capital  charge  for  land  "oeca-ase  the 
landlord  assiimes  part  of  the  rl?ks  of  price  and  weather.    On  cash- grain 
famE  in  east  certrel  Illinois,  in  1951*53  -cr  example,  the  not  rent 
raid  averaged  more  than  %•  percem:  higlier  than  the  land  charge  based  on 
the  interest  rate  and  current  i!iari:et  value  (table  9) »    On  cotton  fams 
in  the  Elach  Prairie  of  Tei-rae,  re-^.ts  aveisged  ahout  3^"'  percent  higiier. 

Under  a  C3S.:  rentaJ.  arrangenent  aiost  of  -cue  risks  of  price 
changes  and  veather  are  carried  by  the  renter,    as  a  result,  annual 
cost  in  relation  to  value  of  land  rented  more  nearly  appro::iinate3  the 
mortgage  rate  of  interest.    Hc"/ever,  cash  renta  are  slov  to  respond  to 
changes  in  land  values  and  fam  inccme.    They  tend  to  be  lov  when  the 
general  trend  is  upvard  and  relatively  nigli  during  a  dovnsv;ing.  iil- 
though  cash  rents  can  be  adji^sted  more  easily  to  changing  income  pros- 
pects than  share  rents,  eiguitable  methods  for  doin^  so  have  not  been 
videly  adopted.    Data  on  cash  rents  jjaid  for  farmland  in  the  iJorth 
Central  Sta.t2s  are  presented  in  tables  10  and  11. 

Under  a  cropshare  arrangement,  rental  snares  are  fixed  largely 
by  custom  and  change  little  fron  year  to  year  but  an  increase  in  com- 
modity prices  is  reflected  inirediately  in  t^ie  value  of  the  crops  pa.id 
as  rent,    iiiizpenses  for  taxes  and  building  aiaintonance  that  are  noiTiiaily 
paid  by  th.e  landlord  usually  incieasa  less  rapidly  so  t]iat  the  net 
share  rent  paid  during  such  a  period  is  frequentl.y  substantiaU.y  nigher 
than  the  land  charge  oased  on  the  mortgage  rate  of  interest  and  the 
current  value  of  land.    Uhen  cOii:iiiodity  prices  uiid  land  values  are 
stable  or  declining,  land  costs  become  adjusted  nore  clocely  to  the  mort- 
gag3  rate  of  interest  with  the  differenc-  arising  largely  from  the  dif- 
ference in  the  ^amount  of  rish  borne  by  tie  landlord  and  the  renter. 

Importance  of  -che  annual  cost  of  capital  invested  in  real  estate 
is  indicated  by  civailabla  data  for  e.verage  commercial  family- operated 
fams  in  various  parts  of  the  count r^-,  2/    'ri.ese  data  show  that  the  in- 
vestment in  land  and  buildings  generally  accounts  for  50  to  75  percent  of 
the  total  farm  investment.    Real  estate  represents  the  smallest  propor- 
tion of  tne  tcta3.  investment  for  dairy  and  livestock  forms  and  the 
largest  for  casn-grain  and  cotton  far:.is.    Marked  changes  in  the  relative 
importance  of  land  and  buildings  in  t  ie  total  farn  Investment  are  also 
shown  by  these  data.    For  most  xypes  of  farms,  investments  in  machinery, 
equipment,  and  li-'estcck  nOve  increased  mere  than  has  in-vestment  in 
real  estate.    As  a  result,  the  charge  for  land  represents  a  smaller  pro- 
portion of  the  total  charge  for  all  farm  capital  in  recent  years  than 
Defore  Uorld  War  II.    But,  in  seme  cotton  areas  where  little  progress  has 
been  made  in  mechanization  and  livestock  mx-nosrs  have  not  increased,  the  . 
■real  eat^±e  compoaent  in  total  farm  investment  is  about  the  same  now  as 
it  was  in  li/.rZ-Ui. 


}l/  JTarm  Costs  and  Returns,  1953-    U.S.  Dept.  Agr.    Agr.  Info.  Poll,  l'."-^ . 
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Table   9  .-  Annual  land  cost:  Estimated  net  rent  and  capital  charge 
for  fara  real  es'cate,  selected  types  of  farms  l/ 


Tyr.e  of  f  am 


Cash  grain  (Illinois): 
Acres  per  farm 
Total  net  rental  cost 
Capital  charge  for  land 
Wet  rent  per  acre 
Ratio  net  rent  to  value  (percent) 

Cotton  (Black  Prairie,  Texas) 


195( 


1951 


1952 


Dcllars      Dollars  Dollars 


223 
3,698 
2,210 
16.58 

7.0 


22h 
5,216 
2,615 
23.28 


22k 
4,183 
2,813 
18.67 

6.2 


1953 


Dollars 

226 
4,167 
2,943 
18.44 

5.9 


Acres  per  farm  ; 

161 

163 

165 

167 

Total  net  rental  cost  : 

i,o4o 

951 

1,262 

1,450 

Capital  charge  for  land  : 

715 

867 

977 

1,033 

Net  rent  per  acre  : 

■  6.46 

5.83 

7.65 

8.68 

Ratio  net  rent  to  value  (percent)  : 

6.7 

5.2 

6.1 

6.6 

1/  T^'^ical  rental  rates  and  sharing  of  eicpenses  for  eacn  type  of  farm  were 
as£\imed  to  determine  net  rent.    Capital  charges  vere  derived  by  applying  -prevaii 
ing  mortgage  rates  of  interest  to  estimated  market  values  of  land  and  buildings 


Table    ±q~  Gross  cash  rent  per  acre:  ^ilntire  farms  rented  vjholly  for 
cash,  and  pastureland  oiily,  ilorth  Central  States, 

1951-54  1/ 


State 

iinxire 

f  ai"is 

:             Pastureland  onlv 

:  1951 

:  1952 

•  1953 

:  1954 

:  1951 

:  1952 

:  1953  : 

195^ 

: Dollars 

Dollars 

Dollars 

Dollars 

: Dollars 

Dollars 

Dollars 

Dollars 

Ohio 

:  8.10 

9.30 

0.  -30 

9.70 

:  5.10 

5.70 

5.30 

6.50 

Indiana 

:  13.20 

12.50 

13.00 

13.85 

:  5.70 

7.15 

6.4o 

6.95 

Illinois 

:  13.30 

14.70 

15.10 

15.90 

:  6.90 

7.10 

7.4o 

/  .05 

Michigan 

;.  6.80 

8.25 

8.90 

9.10 

:  3.25 

3.25 

3.00 

3-40 

\Jisconsin 

9.80 

10.40 

11.20 

10.80  , 

3.95 

4.40 

4.40 

4.50 

Minnesota  : 

8.05 

8.65 

9.30 

9.45  : 

4.50 

4.70 

4.90 

5.10 

Iowa  ; 

12.30 

12.65 

13.35 

13.50  : 

1 .05 

8.00 

7.95 

8.05 

Missouri  : 

6.70 

6.80 

6.80 

6.70  : 

3.85 

4.50 

4.50 

4.20 

North  Dakota  : 

2.35 

2.80 

2.75 

3.00  : 

1.00 

1.00 

1.10 

1.20 

South  Dakota  : 

3.50 

4.40 

4.20 

4.1w  : 

1.50 

1.70 

1-75 

1.80 

Nebraska  : 

6.60 

6.00 

5-4o 

5.90  : 

3.20 

3.50 

3.75 

3.65 

Kansas  : 

5.4o 

5.70 

5.85 

5.40  : 

2.65 

3.35 

3.20 

3.20 

1/  Estimates  supplied  oy  crop  reporters,  as  of  April  1,  for  calendar  year 
indicated. 
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Table  11,-  FarrTj.aRd  rented  for  c?sh:  Sstir.iated  valve,  net  rent  rer  acre  and  ratio 

of  net  rent  to  vclue,  North  Central  States,  ISSh  -.-rith  ccrprrisons  1/ 
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Ohio : 

Valne  per  acre  Dollars 

Het  rent  per  acre  do. 

Ratio  rent  to  value .Percent 

Indiana: 

Value  per  acre  Dollars 

Net  rent  per  acre  do. 

Ratio  rent  to  vrlue .Percent 

Illinois: 

Value  per  ?cre  Dollars 

Net  rent  per  acre  do, 

P.atio  rent  to  value  .Percent 

Michigan: 

Value  per  acre  Dollars 

Net  rent  per  acre  do. 

Ratio  rent  to  value .Percent 

Wisconsin: 

Value  per  acre  Dollars 

Net  rent  per  acre  do. 

Ratio  rent  to  value .Percent 

Mirxiesota: 

Value  per  acre  Dollars 

Net  rent  per  acre  do. 

Ratio  rent  to  value .Percent 

IoT:a: 

Value  per  acre  Dollars 

Net  rent  per  acre  do. 

P.?tio  rent  to  value  .Percent 

Missouri: • 

Value  per  - acre  Dollars 

Net  rent  per  acre  do. 

Ratio  rent  to  value .Percent 

North  Dalcota: 

Value  per  acre  Dollars 

Net  rent  per  acre. . . . ,do. 
P^.tio  rent  to  value. Percent 

South  Da^irota: 

Value  per  acre  Dollars 

Net  rent  per  acre  do. 

Ratio  rent  to  value, Percent 

Nebraska: 

Value  ner  acre  Dollars 

i^et  rent  p^r  acre  do. 

Ratio  rent  to  value .Percent 

Kansas : 

Value  per  acre  Dollars 

Net  rent  per  acre  do. 

Ratio  rent  to  value. Per cent 


1/  Derived  Tro:.".  data  cvt plied  by  crop  re"jcrte""c , 
ta:^es  and  building  depreciation  >.ave  been  deducted. 
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The  proportion  of  h'et  farm'  income  needed  to  pay  for  the  use  "of  farm 
real  estate  at  prevailing  interest  rates  varies  considerably  among  the 
various  types  of  farms  and  from  year  to  year.    In  -195 3 r  for  example,  it 
was  less  than  20  percent  of  net  farm  income  on  dairy  farms,  hog-dairy 
farms  and  cotton  farms  in  the  Mississippi  Delta.    It  amounted  to  50  percent 
or  more  on  cattle  and  sheep  ratiches  in  the  northern  Plains  and  it  was 
nearly  as  high  on  wheat -pea  farms  in  the  Pacific  Northwest  and  on  cotton 
farms  in  the  southern  Piedmont  area. 

Although  the  land  charge  tends  to  be  relatively  fixed  from  year  to 
year  there  are  indications  that  the  proportion  of  total  farm  income  that 
is  allocated  to  land  has  declined  in  recent  decades.    This  stems  partly 
from  the  steady  increase  in  non-real-estate  capital  but  a  similar  increase 
has  occurred  also  in  the  share  of  farm  income  that  is  allocated  to  labor 
and  management.    Increased' use  of  mechanical  equipment,  fert  ilizer, 
improved  crops  and  livestock,  and  production  practices  require  more  tech- 
nical knowledge  and  management  skill  cn  the  part  of  the  farm  operator. 
Higher  wage  rates  generally  and  greater  employment  opportunities  off  the 
farm^  together  with  the  higher  staniard  of  living  which  farm  families  have 
achieved  and  wish  to  maintain  have  also  raised  the  proportion  of  total 
farm  income  that  can  be  claimed  for  labor  and  management. 

Interest,  Taxes,  and  Insurance 

Hon -R eal -Ec tat e  Credit  Costs  -  The  total  amount  of  interest  paid 
for  short-term,  non-real-estate  credit  in  195^  will  probably  be  5  to  10 
percent  smaller  than  that  paid  in  1953 •    This  results  mainly "from  a  decline 
in  amount  of  credit  used.     Interest  rates,  which  edged  up  in  1953.-  have 
stabilized  or  decreased  slightly  in  195^-    For  1955 >  the  outlook  is  for 
little  further  change --perhaps  a  slight  decrea3e--in  the  amount  and  cost 
of  non-real-estate  credit.    No  substantial  change  in  interest  rates  is 
expected. 

These  national  changes  lose  some  of  their  significance,  hov/ever  , 
because  of  the  wide  variation  in  interest  costs  among  farmers.  This 
variation  among  individuals  is -related  both  to  amounts  of -credit  used  and 
to  rate  of  interest  charged.   -In  attempting  to -reduce  farm  operating 
costs ;  it  is  desirable  to  obtain  the  lowest  possible  interest  rate  though 
not  necessarily  the  smallest  amount  of  credit. 

-    With  regard  to  the  advisability  of  reducing  or  increasing  the 
amount  of  non-real-estate  credit  no  one  answer  is  available  for  all 
farmers.    Estimates  of  how  much  the  proposed  investments  will  increase  in- 
come or  reduce  labor  or  other  costs  can  be  helpful  in  evaluating  the 
desirability  of  borrowing  money.    Another  factor  to  be  considered, 
particularly  in  periods  of  uncertain  price  outlook,  is  the  risk  and  con- 
sequences of  inability  to  repay  the  expanded  de"bt.    The  latter  is 
particularly  important  when  borrowing  for  consumption  purposes.    Only  by 
weighing  various  factors  relating  to  farm  and  financial  management  can  a 
farmer  decide  the  level  of  expenditures  for  credit  that  is  Justified. 
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For  sotne  farniers,  ob"':a Ining  a  Ic^.'er  intevest  rate  offers  the 
greatest  possibility  of  cutting  interest  costs.    Costs  of  credit  vary 
widely  aiEong  lenders  and  creditors --from  the  relatively  low  charges  of 
banics,,  production  credit  associations,  end  some  individuals  to  the  rela- 
tively high  charges  of  some  merchants    dealers,  and  personal  finance 
companies.    Many  individuals  who  could  qualify  for  loans  from  banks  and 
production  credit  associations  continue  to  borrow  from  high -cost 
creditors . 

Borrowers  sometimes  do  not  knew  the  rate  of  interest  they  are  rs^Y" 
ing.    The  effective  interest  rate  not  only  involves  the  stated  rate  and 
any  fees  or  charges  but  also  whether  the  rate  applies  to  the  full  original 
amount  of  the  loan  or  only  to  the  balance  of  the  loan  as  it  is  repaid. 
For  instance    the  effective  rate  on  some  so-called  6~percent  amortized 
loans  may  be  as  much  as  12  percent  or  more.    Frequently  a  charge  for  credit, 
at  a  high  rate  of  interest,  is  hidden  in  the  price  of  the  goods  bought. 

Many  ticeS;,  even  though  the  actual  interest  rate  is  known,  a  borrower 
does  not  realize  the  amount  that  could  be  saved  by  a  rate  that  is  1  or  2  per- 
cent lower.    For  example,  a  farmer  v7ho  finances  a  purchase  of  machinery 
with  a  $2_,0C0  loan  amortized  over  a  3-ysar  period  at  an  effective  annual 
rate  of  8  percent  would  save  about  $60  in  interest  cost  if  he  could  borrow 
the  same  amount  at  6  percent.    Cutting  of  '.nterest  costs  is  often  as 
simple  as  doing  a  little  figuring,  and  then  shopping  among  lenders  for  the 
best  terms . 

Mortgage  Interest _ Payments   -  Farm-mortgage  (real  estate)  debt  con- 
tinues to  increase  in  195^  at  about  the  same  rate  as  in  1953-    The  total 
is  expected  to  be  about  $8.2  billion  on  January  1,  1955?  representing  an 
increase  of  approximately  ?  percent.    Interest  payable  in  1955  on  farm- 
mortgage  debt  may  be  around  $^05  million  as  compared  with  $380  million 
estimated  for  195^ • 

Demand  for  farm -mortgage  credit  has  continued  strong  this  year.  Al- 
though the  volume  of  farm  real  estate  sales  is  lov/er  and  farm  real  estate 
prices  have  declined^  a  larger  proportion  of  farm  real  estate  sales  are 
credit-financed.    On  credit-financed  sales  the  resulting  farm-mortgage  debt 
is  a  larger  proportion  of  the  sale  price. 

In  view  of  the  active  competition  now  existing  and  in  prospect  for 
high-quality  farm- mortgage  loans.,  a  farmer  who  tries  to  place  a  loan  might 
save  a  considerable  amount.    Or  he  might  obta:.n  a  lean  better  suited  to 
his  needs  by  shopping  around  and  comparing  rates,  terms,  and  amounts 
offered  by  different  lenders .    Interest  rates  alone  substantially  affect 
the  annual  payment  needed  to  service  a  loan.    A  20 -year  $10^000  loan  under 
the  standard  amortization  plan  requires  an  annual  payment  of  abc'Ut  ^800  at 
5  percent  interest,  $770  at  h percent  interest;  and  $7^0  at  h  percent 
interest.    Similarly^  v/hile  the  20-year  $10,000  lean  at  5  percent  requires 
an  annual  amortization  payment  of  $500  the  payment  rises  to  $9^0  a  year  if 
the  loan  is  v^ritten  for  only  15  years.    The  total  amount  of  interest  payable 
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is,  however;  $1,600  more  for  the  20 -year  loan  than  for  the  15 -year  loan. 
Often  farmers  find  that  lenders  who  offer  the  longest  terms  and  the  low- 
est interest  rates  are  more  conservative  and  may  make  smaller  loans  on 
any  given  farm.    In  such  cases  farmers  who  have  found  it  necessary  to 
borrov;  larger  amounts  on  short-term  mortgages  at  higher  rates  may  find  it 
desirable  to  ref  inance  as  scon  as  they  have  enough  equity  to  mal'.e  such  re- 
financing possible. 

Farmers  continue  to  carry  a  volume  of  short-term  non -real-estate 
debt  which  at  the  beginning  of  195^  totaled  about  ^'J  ,0  billion  (excluding 
Commodity  Credit  Corporation  leans)  and  compares  with  a  farm-mortgage 
debt  of  billion.    This  large  volume  of  short-term  debt,  while  some- 

what lower  than  in  recent  years,  still  appears  to  be  fairly  large  com- 
pared with  the  longer  term  farm-mortgage  debt.    Many  farmers  prefer  to 
keep  theLr  debts  as  much  as  possible  on  a  non-real- estate  basis  instead  of 
increasing  their  present  mortgages  or  mortgaging  farms  now  clear  of  real 
estate  debt.    However    refinancing  short-term  debt  V7ith  a  real  estate 
mortgage  usually  reduces  a  farmer's  annual  interest  cost  substant ially-- 
cften  as  much  as  a  third.    Also  it  spreads  cut  the  repayment  over  a 
number  of  years.    There  appears  to  be  little  overall  advantage  in  re- 
financing non-real-estate  debt  v/ith  short-term  mortgage  debt,  but 
refinancing  with      long -tern  mortgages  cf  around  20  years  as  soon  as 
possible  usually  strengthens  a  farmer's  financial  position.  Certainly, 
in  instances  where  a  substantial  amount  of  non-real-estate  farm  debt  has 
been  incurred  for  such  long-run  purposes  as  stocking,  equipping,  and 
improving  a  farm,   it  should  ordinarily  be  put  on  a  long-run  amortized  basis 
as  soon  as  possible. 

Taxes  -  Preliminary  indications  are  that  State  and  local  taxes  on 
farm  real  estate  are  continuing  to  rise.    Available  figures  do  not  show 
separately  what  local  units  of  government  which  depend  heavily  upon 
property  taxes  are  spending  for  goods  and  services.    But  purchases  by  State 
and  local  governments  in  the  second  quarter  of  195^^  according  to  Department 
of  Commerce  reports,  continued  their  upv/ard  trend.    They  were  up  one -tenth 
from  the  rate  a  year  ago  and  the  increase  was  half  again  as  large  as  that  in 
the  previous  year.    The  increase  is  considerably  above  the  postwar  average. 
Proportionately,  public  expenditures  are  a  more  important  part  of  all 
private  and  public  expenditures  than  a  year  ago.    School  and  highway  con- 
struction are  reported  to  be  one-fifth  higher  than  a  year  ago. 

Farm  real  estate  taxes,  levied  in  195^  and  payable  largely  in  1955 ^ 
are  expected  to  rise  about  5  percent.    Higher  real  property  levies  are 
anticipated  in  all  but  a  few  States. 

Taxes  on  the  personal  property  of  farmers  probably  will  decline  dur- 
ing the  period.    The  rate  of  decline  v;ill  approximate  3  percent,  largely 
because  of  the  decline  in  assessed  value  per  head  of  livestock  over  the 
previous  year.    Livestock  represents  more  than  half  of  all  personal  property 
of  farmers  that  reaches  assessment  rolls.    Personal  property  in  the  aggregat 
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is  about  one-fifth  of  all  property,  real  emd  personal.    Thus  the  total 
property  tax  bill  of  femners  probably  will  increase  about  k  percent. 

On  a  typical  l60-acre  hog -dairy  farm  in  the  Corn  Belt,  taxes  on 
real  estate  payable  in  193k  were  $350*    An  increase  to  about  $370  is 
expected  for  1955.    Personal  property  taxes  levied  in  195^»  x>ayable  large- 
ly in  1955,  are  about  $108.    The  latter  represents  a  slight  decrease  from 
the  amount  that  was  payable  on  the  same  property  a  year  earlier. 

Many  farmers  may  lower  their  Federal  income-tax  liabilities  on  195^ 
income  by  taking  advantage  in  their  returns  of  several  new  provisions  of 
law  enacted  this  year.    These  include  more  liberal  depreciation  rates  on 
certain  farm  assets  like  machinery,  more  generous  deductions  for  soil  and 
water  conservation  expenses,  and  a  more  liberal  definition  of  dependency  of 
children  and  other  relatives.    Larger  deductions  for  medical  e^^enses  will 
be  permitted.    Also  for  some  farmers  there  may  be  cuts  in  their  taxes  on 
retirement  income  and  investment  dividends,  and  more  liberal  teix  credits 
for  installment  purchases. 

Insuremce  -  Assessments  paid  by  farmers  to  farmers'  mutual  insurance 
compeuaies  which  insure  most  farm  property  may  increase  about  5  or  10  per- 
cent in  195^ •    Farm  mutual  rates  per  $100  of  insurance  are  kept  relatively 
stable  by  withdrawals  from,  or  additions  to,  safety  funds  in  years  of  heavy 
or  light  losses,  so  that  variations  in  Insurance  costs  of  femsers  are 
affected  primarily  by  changes  in  amounts  of  insurance  they  carry.  Such 
changes  are  directly  related  to  changes  in  property  valuations  (replacement 
costs),  emd  policy  renewal  periods. 

Insurance  against  fire  (and  lightning)  dameige  on  the  buildings, 
machinery,  livestock,  fiuad  stored  crops  on  representative  commercial  family 
operated  farms  of  I9  types  for  which  data  are  available  would  have  cost 
about  $37  per  fema  in  1953*    This  figure  is  based  on  the  ewsumption  of  75 
percent  coverage  emd  a  rate  equal  to  the  average  of  those  cheurged  by  farm 
mutual  insuremce  companies  operating  in  eireas  in  which  the  farms  are 
located. 

The  vsuLue  of  this  property  dropped  about  12  percent  from  1952  to 
1953  primeurily  because  of  reductions  in  unit  values  of  livestock  emd  stored 
crops.    No  significemt  changes  have  occurred  since  in  property  values, 
replacement  costs,  or  insuremce  rates.    Thus  the  insuremce  cost  on  these 
feunus  should  be  about  the  seuae  ($37)  in  195^  as  in  1953*    For  farm  mutiaals 
in  States  in  which  these  representative  farms  are  located,  the  cost  of 
insuremce  (losses  plus  expenses)  averaged  about  20  cents  per  $100  in  1953, 
compared  with  23  cents  for  the  United  States  as  a  whole. 

Mainly  because  of  drought,  but  also  because  of  serious  rust  damage 
on  durum  wheat.  Federal  all-risk  crop  Insurance  indemnities  paid  to  feurmers 
in  195^  will  exceed  premiums  collected  by  $5  to  $10  million.  Farmers 
ceurried  more  hail  insurance  against  crop  damage  in  195^  them  in  emy  previous 
year  emd  the  loss  rate  was  considerably  above  average. 
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For  Selected  Types  of  Farm 
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Figure  7 
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Cost  Situation  on  Selected  Types  of  Farirs 

Parsers  are  becoming  increasingly  dependent  upon  nanufactureu 
equipment  and  supplies  in  their  farming  operations,    l^achlnery,  motor 
supplies,  fertilizer,  spray  materials,  and  electricity  are  auong  tl:e 
things  that  farmers  now  use  in  larger  quantities.    In  1937-^1  iiuch  inputs 
represented  from  l8  to  33  percent  of  total  farm  costs  for  the  5  t^^pes  of 
farms  illustrated  in  figure  3;  page  8.    By  1950-53  these  inputs  bad  be- 
come more  important  and  comprised  from  21  to  ^3  percent  of  total  inputs. 

Items  used  in  production  that  are  largely  farm -produced,  such  as 
livestock,  feed  and  seed,  increased  also,  but  the  combined  increase  in 
these  inputs  was  more  than  offset  by  a  decrease  in  hired  labor.    As  a 
result J  the  ratio  of  all  purchased  inputs  plus  hired  labor  to  total 
inputs  has  increased  only  slightly  cn  most  farms.    It  has  actually 
decreased  on  cotton  farms  in  the  southern  Piedmont.    The  third  group  of 
inputs  consists  of  operator  and  family  labor  and  management  and  land. 

Year-to-year  variations  in  prices  of  inputs  from  nonfarm  sources 
are  small.    Prices  of  farm-produced  items  and  hired  labor  are  more 
flexible.    They  usually  vary  with  prices  received  by  farmers.  Thus, 
with  a  continued  increase  in  the  proportion  of  inputs  from  nonfarm 
sources,  the  structure  of  total  farm  operating  costs  becomes  more  rigid. 

In  1950-53  inputs  from  nonfarm  sources  other  than  hired  labor  made 
up  U3  percent  of  total  inputs  on  wheat  farms  in  the  northern  Plains  and 
on  cotton  farms  in  the  southern  Piedmont.    These  two  types  of  farms  also 
are  among  those  for  v/hich  the  increase  from  1937-^1  tol950-53  in  the 
proportion  of  nonfarm  inputs  was  greatest.    Although  the  rate  of  increase 
may  have  slowed  up  somewhat,  there  is  no  indication  that  it  has  stopped. 
Factory -produced  items  are  expected  to  play  an  even  more  important  role 
in  farming  operations  in  the  future  if  cost-rate  relationships  remain  as 
they  are. 

Although  purchased  inputs  usually  comprise  from  one-half  to  two- 
thirds  of  the  total,  their  composition  varies  considerably.    Figure  6 
shows  the  relative  importance  of  major  classes  of  expenditures  on  h  types 
of  farms .    Expenditures  for  power  and  machinery  are  important  items  of 
cost  on  all  h  types  (table  12).    On  dairy  farms-  feed  purchases  are  most 
important,  but  hired  labor  is  also  a  substantial  item.    Unese  are  also 
important  cost  items  on  hog-dairy  farms.    On  cotton  farms,  expenditures 
for  fertilizer  and  hired  labor  together  are  as  important  as  those  for 
machinery.    The  importance  of  each  class  of  expenditures  varies  from  one 
type  of  farm  to  another.    Distribution  of  these  expenditxares  on  I9  types 
of  farms  ig  shovm  in  table  13 . 

The  farm  cost  situation  on  selected  types  of  farms  serves  to 
illustrate  the  varying  nature  of  farm  costs .    The  four  types  of  farms 
for  which  preliminary  estimates  are  available  for  195^  are  presented  to 
illustrate  the  effects  of  changes  in  costs  and  incomes  on  different  types 


-  36  - 


Table  12.-  Cash  expenditures  on  selected  types  of  farms,  1953 


Items 

Dairy 
farms , 
central 
Northeast 

Hog -dairy 
farms , 
Corn 
Belt 

Gotten 
farms , 
:  southern 
,  Piedmont 

Hheat- 
small  grain- 
livestock 
farms , 
:  northern 
Plains 

.  Dollars 

Dollars 

Dollars 

Dollars 

Total  cash  expenditures 

5,960 

5,999 

1>9^5 

y  y  y 

5,163 

Feed  p\irchased 

2,l40 

1,0U2 

111 

52 

Livestock  purchased 

Qh 

62 

23 

Other  livestock  expense 

188 

185 

9 

58 

y  ^ 

Fertilizer  and  lime 

:  276 

269 

1+69 

0 

Other  crop  expense 

:  275 

310 

1/  18U 

180 

Machinery  purchased 

550 

l,07i^ 

190 

l,li+2 

Other  machinery  expenses 

:  918 

1,239 

^37 

2,203 

Farm  build '.ngs  and  fences 

:  300 

575 

130 

268 

Labor  hired 

686 

6ii5 

2/  290 

62i+ 

Taxes 

:  3S8 

i^53 

59 

1I82 

Other 

:  155 

1^5 

26 

Ui 

1/  Includes  $U9  for  insecticides  and  for  ginning. 
2/  Includes  cropper  labor. 


of  farms.    They  do  not  represent  a  cross  section  of  United  States 
agriculture.    Realized  net  farm  income  in  195^  of  all  farm  operators 
in  the  United  States,  for  example,  is  down  about  6  percent  relative  to 
1953,  but  special  conditions  on  three  of  the  selected  farms  resulted  in 
somewhat  more  than  a  6-percent  decline  in  net  farm  income.    The  situation 
on  these  farms  does  serve  to  illustrate  important  aspects  of  costs  which 
farmers  in  various  parts  of  the  country''  will  want  to  consider  in 
planning  for  195^. 

Dairy  Farms  -  Central  Northeast 

In  195^,  net  farm  incomes  on  dairy  farms  in  the  Northeast 
probably  will  be  nearly  20  percent  less  than  in  1953  (table  1^4- ) .  This 
reflects  a  slight  increase  in  certain  cocts--mainly  increased  quantities 
of  purchased  feed--and  reductions  in  prices  received  for  milk  and  poultry 
products.    Although  prices  paid  for  feed  declined,  more  feed  vras 
purchased  because  of  an  increase  in  the  number  of  cov;s . 
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Table  lh.~  Gross  farm  income,  operating  expense  and  net  farm 
income,  selected  types  of  farms,  1953  ^^'^ 
e::pected  chan;2e3  for  195^ 


j.^.  pe  oi  X  an  J. 

ilnit  : 

: Percentage 
.  c^iaiif^e  X  X  oiii 
:105-^  to  1954 

1/ 

Dairy  farjis,  Central  Ijortheast: 
Gross  farm  income 
Operating  e:rpense 
Ket  farm  income 

Dollar 
do.  : 
do. 

9,270 
5,955 
3,315 

-6 

2 

-19 

Govs,  2  years  old  and  over 

iJumber  ■ 

23.^ 

6 

Hog-dairy  farms.  Corn  Belt: 
Gross  farm  incorae 
Operating  expense 

ITet  farm  income  : 

Dollar 
do . 

do .  ; 

11,79^ 
5,399 
5,895 

-3 

2 
-8 

For::  produced 

.100  pounds 

233.3 

3 

Pn+trr   f^rmc;     rjoiit'i"^""'")  "-^"Ipdnont' 
Gross  farm  income 
Operating  expense 
Net  farm  income 

.  Dollar 
do . 
do. 

3,287 
2,025 
:  1,262 

-21 
-16 
-28 

Cotton 

:  Acre 

do 

15.3 
^7.2 

-23 
1 

l^eat- small  grain- livestock  farms, 

Hortliern  Plains: 
Gross  fara  income 
Operating  expense  : 

ITet  farm  income 

;  Dollar 
do. 
do. 

9,0^^-7 
5,267 
:  3,780 

-3 
-2 
-6 

Vnieat 

Other  crops 
Fallov  lana 

:  Acre 
:  do. 
:        do . 

:  213.2 

:  203.0 
:  112.1 

-19 
21 

3 

1/  Tentative  estimates. 
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Dairy  farners  are  alvjsys  looking  for  opportunities  to  reduce  costs 
and  improve  net  incomes,  particularly  at  times  like  these  when  prices  of 
milk  have  declined  without  corresponding  declines  in  prices  of  cost 
iteiES.    Such  a  price-cost  squee::e  on  northeastern  dairy  farmers  has  been 
under  way  during  the  last  2  years .    It  has  meant  a  lower  net  income  for 
the  average  producer.    But  some  farmers  have  been  able  to  reduce  their 
costs  and  thereby  maintain  their  incomes  at  a  relatively  high  level. 
They  have  done  this  by  making  vnider  use  of  improved  technology  in  breed- 
ing, feeding,  labor  utilization;,  and  other  aspects  of  dairy  farm 
management.    This  has  meant  cows  capable  of  producing  more  milk.     It  has 
meant  improvement  in  forage  production  and  harvesting  to  provide  more 
and  better  roughage.    It  has  meant  greater  use  of  labor-saving  equipment 
and  techniques  to  allow  the  labor  force  to  operate  more  efficiently 
(fig.  7).    In  most  cases  the  result  has  been  more  milk  per  farm  and  per 
iiovir  of  man  labor . 

These  same  adjustments  appear  to  offer  the  main  hope  for  reducing 
costs  and  for  maintaining  or  improving  net  incomes  on  dairy  farms  in  the 
Northeast  in  1955  and  the  years  beyond.    Many  farmers  have  not  yet  made 
full  use  of  available  technical  knowledge;  they  can  make  further  adjust- 
ments over  the  years  to  improve  production  efficiency.    The  result  will 
usually  be  more  milk  on  the  farm  in  quest ion,  but  this  may  be  partially 
offset  by  reductions  on  other  farms  v/hose  operators  find  better 
opportunities  in  other  farm  enterprises  or  in  off -farm  employment. 


Hog-Dairy  Farms.  Corn  Belt 

Ilet  farm  incomes  in  195^  apparently  will  be  about  8  percent  lower 
than  in  1953  on  hog-dairy  farms  in  northeastern  Iowa  and  adjacent  parts 
of  Illinois  and  Wisconsin  but  farm  incomes  in  this  area  will  still  be  at 
a  relatively  high  level.    Farmers  in  this  area  have  had  good  weather  in 
recent  years  and  total  farm  production  has  been  well  above  the  19^7-^9 
average . 

Many  of  the  opportunities  for  reducing  costs  on  these  hog-dairy 
farms  are  similar  to  those  mentioned  above  for  dairy  farms  in  the 
Northeast.    'Jays  of  reducing  costs  of  producing  hogs  include:  (l) 
Farrov7ing  practices  that  V7ill  save  a  high  percentage  of  the  pigs  born, 
and  (2)  feeding  practices    that  will  supply  adequate  proteins,  vitamins j 
and  minerals  to  pigs,  especially  from  the  time  they  are  weaned  until  they 
weigh  100  pounds.    Recent  developments  in  the  use  of  antibiotics  in  feeds 
are  important  from  the  standpoint  of  low-cost  hog  production. 


Cotton  Farm.s  -  Southern  Piedmont 

If  the  price  of  cotton  for  195^  is  the  same  as  the  average  for 
the  first  9  months  of  this  year,  net  farm  incomes  on  southern  Piedmont 
cotton  farms  will  probably  average  about  $9^0 ^  or  nearly  30  percent  below 
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1953 •    Gross  farm  incomes  will  be  down  20  percent  while  farm  expenses  will 
be  down  only  15  percent.    Price-cost  relationships  are  only  slightly  less 
favorable.    Most  of  the  reduction  is  due  to  a  smaller  volume  produced. 
Lower  production  results  from  smaller  acreages  of  cotton  and  lower  yields. 
Unfavorable  weather  caused  lower  yields  for  all  major  crops.    Much  of  the 
land  taken  out  of  cotton  remained  idle. 

Farm  operating  costs  declined  largely  because  of  the  lower  acreage 
and  yield  of  cotton.    But  the  decline  in  costs  was  considerably  less  than 
the  d.ecline  in  income c    Important  costs  such  as  machinery  depreciation 
are  relatively  fixed. 

Since  19^0  most  of  the  increase  in  net  farm  incomes  on  these  farms 
has  resulted  from  higher  prices  and  more  favorable  price-cost-relationships. 
Greater  physical  efficiency  has  made  a  small  contribution  to  higher  net 
farm  incomes.    If  present  price-cost  relationships  prevail  for  the  next 
fe\r  years,  any  improvement  in  net  farm  incomes  must  come  largely  from 
greater  physical  efficiency  including  such  things  as  better  use  of  land 
and  increase  in  size  of  farm.    More  complete  utilization  of  land  taken  out 
of  cotton  offers  some  opportunity  to  improve  efficiency  over  195^.  Oats 
were  the  main  crop  grov7n  in  place  of  cotton  this  year.    In  the  long  run 
the  add.it  ion  of  a  supplementary  beef -cattle  enterprise  would  probably 
improve  the  efficiency  of  many  of  the  larger  cotton  farms. 

Factors  that  contribute  to  higher  yields  per  acre  such  as  higher 
fertilization,  better  land  selection,  improved  insect  control,  better 
cultural  practices,  and  better  varieties  have  contributed  most  to  improved 
physical  efficiency.    Considerable  opportunity  remains  for  improvement 
along  this  line.    Some  additional  farms  may  shift  from  mule  to  tractor 
power.    Larger  farms  have  some  possibilities  for  reducing  costs  through 
the  use  of  more  anhydrous  ammonia,  herbicides,  and  mechanical  choppers, 
and  pickers  or  strippers .    A  larger  volume  of  output  per  worker  is  of 
primary  importance  in  the  longer  run. 


Wheat-Small  Grain-Livestock  Farms 

Net  farm  incomes  on  wheat-small  grain-livestock  farms  in  the 
northern  Plains  are  expected  to  average  about  23.-550  in  195^^  or  about 
5  percent  below  1953'    Unusually  low  yields  were  a  major  factor  in  the 
reduction  in  income  in  195^*    Crop  yields  will  probably  average  about 
8  to  10  percent  below  1953;>  and  20  to  25  percent  below  the  most  recent 
10-year  average.    Most  of  the  decline  in  crop  yields  is  due  to  rust 
damage  on  wheat.    Livestock  production  on  these  farms  is  expected  to  be 
higher  in  195^  than  in  1953  and  at  about  the  highest  level  since  19^^. 

Prices  received  by  wheat-small  grain-livestock  farmers  in  195^  are 
expected  to  average  about  5  percent  below  1953;  while  prices  paid  will 
remain  about  the  same.    Reduction  in  farm  expenses  arise  primarily  from 
reduced  crop  and  machinery  operating  expense.    But  the  decline  in  these 
costs  was  less  than  the  decline  in  farm  income. 
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Opportunities  for  reducing  costs  on  existing  wheat  farnis  of  this 
type  are  perhaps  fewer  than  on  c~ry  other  types  of  f arras .    As  pointed 
out  earlier  a  high  proportion  of  the  inputs  used  on  these  farras  are 
obtained  froa  nonfarm  sources.    This  nakas  the  cost  structure  on  these 
farns  fairly  rigid.    Farmers  who  contecplate  the  purchase  of  new  oachinery 
during  the  next  year  would  do  well  to  consider  the  effects  of  such  pur- 
chases on  costs  and  net  incoae.    Costs  of  gas,  oil^  and  tires  and  other 
aacbinery-operat ing  expenses  are  also  a  large  part  of  total  fara  expenses; 
they  tcay  offer  soae  opportunity  for  cost  reduction.    For  exacple,  the 
costs  of  operating  automobiles  and  trucks  on  farms  with  about  equal 
volumes  of  production  vary  greatly. 

Unless  total  costs  can  be  reduced,  maintaining  a  large  voluae  of 
production  will  be  essential  if  unit  costs  are  to  be  held  down.  Assuming 
that  wheat  farmers  will  comply  with  a  further  cut  in  acreage  of  wheat  in 
1955^  the  problem  of  maintaining  this  high  volume  of  production  becomes 
more  acute.    Each  farmer  must  arrive  at  the  combination  of  fallow  land 
and  crops  other  than  wheat  that  will  provide  the  largest  sustained  net 
income.    If  the  increase  in  yields  of  barley,  oats ;  and  flax  following 
fallow  are  as  great  as  the  increase  in  yields  of  wheat  (or  even  slightly 
less),  it  may  pay  to  increase  the  acreage  of  fallow  in  1955  to  obtain 
larger  production  of  these  crops  in  later  years. 

Looking  further  into  the  future  wheat  farmers  may  be  able  to  reduce 
costs  by  increasing  the  size  of  their  farms  and  by  using  their  land 
resources  more  extensively.    Current  studies  indicate  that  the  demand  for 
wheat  probably  will  not  change  appreciably  in  the  foreseeable  future,  but 
demand  for  cattle  is  likely  to  increase  considerably.    A  shift  to  more 
livestock  will  enable  these  farmers  to  utilize  their  labor  more  fully. 
I-'uch  of  the  labor  used  on  these  farms  now  is  concentrated  in  relatively 
short  seasons  of  planting  and  harvest. 
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